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1.
The Balkan countries have been significantly exposed towards the world crisis because as many of the Balkan countries have been highly indebted abroad, poses in-sufficient reserves related to their currencies and have faced high deficits in balance of payments In this fragile environment, Albania granted the Candidate status to the EU in 24 June 2014. The economic growth had been slow during 2012 with a growth shrink to 0.6, in 2013 about 1.3 %, in 2014 growth was projected at around 2.1% (according to WB projections), in 2015 around 3%, 2016 is projected to be 3.2%, 3.5% in 2017, and 3.8% in 2018.
The new Albanian Government in place since June 2013 committed its efforts in designing and implementing strong fiscal policies and structural reforms especially in the areas of public finance management (PFM). Recent development shows that the Government has reviewed its national development strategy and displaying commitment to address weaknesses in macro-economic and public finance management. This commitment is expressed in measured already agreed with IMF and WB and a clear intent has been expressed by the EU in order to support the Government for addressing the necessary public administration changes in terms of economic and public management governance, necessary for enabling PFM reforms. However, the EU financial aid through budget support to support the Albanian PFM reform will not be an easy exercise as the country has to meet four eligibility criteria: (1) Stable macro-economic framework, (2) sound public financial management, (3) transparency and oversight of the budget and (4) relevant and credible national/sector policy and reforms. For the reasons of weaknesses on current PFM and the absence of a credible PFM reform program which impact at the same time on the macro-fiscal situation, on the ability to assess progress towards improvement of the PFM system in spite of reform activities already implemented and on transparency and oversight of the budget, the Budget support as EU financial aid, will exclusively focus on the PFM reform programme so as to pave the way for future sector support. Through budget support to PFM reforms will help the Government of Albania In year 2007 the European Union introduced a new financial instrument for candidate and potential candidate countries called financial Instrument for pre-accession (IPA) which covered financial assistance for a term of seven years (2007-2013)-called IPA I programming. This assistance is provided on the bases of achievements as state of progress made by Albania and the needs for financing required by Government as part of their good governance. The IPA financial assistance was designed to accommodate the needs of the beneficiary countries, in the context of alignment with the preaccession policy. The main objective of IPA financial assistance is to support governments by increasing institutionbuilding, improve and enforce rule of law, in improving policies in the field of human rights (incl. the fundamental freedoms), raise awareness in the minority rights, design policies for improving gender equality and non-discrimination. Further such financial assistance objective is to strengthen administrative and economic reforms, support the economic and social development, improve policies for reconciliation and reconstruction and support regional and cross-border cooperation as well as agriculture and rural development sector.
The table below represents the spread of EU financial assistance to Albania through years (source Ministry of European Integration). The EU financial Assistance under IPA programme 2007-2013 to Albania has had an important role in improving the developments in areas of: strengthening the democratic institutions and improve the policies in the areas of rule of law; promoting and improving protection of the fundamental rights and freedom of expressions; reforms in public administration; reforms in justice and home affairs; modernization of the regulatory framework (incl. support by investing in equipment's for key institutions); establishment and improvements in the regulatory framework for enforcement of financial control systems; strengthening and opening new paths for a better market economy environment; strengthening the role of civil society in participating in process of decision making; establishment of a system for social dialogue as an element for good governance; promotion of minority rights and their integration into society, building confidence in all levels of society; improving policies in the area of environmental protection ; support for participation in community programmes; improvements in agriculture, infrastructure and cross border cooperation. The new IPA approach will cover the period 2014-2020 and it differs from IPA I (2007-2013) because of its strategic approach. The new IPA programme will enable Albania by taking ownership of their own reforms and integrating them in development agendas. In this regard, the EU will support Albania in addressing and implementing its Public finance management reform (2014-2020); Reforms in Public Administration, Justice and Home affairs as the Government priority for development and reforms. Reforming the public finances is like reforming the state as it involves many institutions and stakeholders. Under IPA II (2014-2020) the EU is intended to give Budget Support (BS) to Albania in order to implement sector reform in the public finance management, public administration, employment and vocational training and is under programming for other sectors.
Albanian Public Finance Management Reforms (2014-2020) 4.
Albania went smooth on the effects of financial and the global economic crises. The Government successfully avoided Recession, and the growth shock was less severe than elsewhere in Europe. However, growth has slowed down in the recent years, presenting an immediate development challenge. In this context, returning Albanian economy to the trajectory of fast-paced economic growth has been recognized as one the key government priorities. The Government has drafted a sound Public Finance Management reform strategy which will lie within 2014-2020. The strategy is finalized in autumn 2014 after consultation with all stakeholders (donor coordination) and other interested parties. To promote economic dynamism and to ensure healthy, democratic and harmonious society, PFM reforms will foster transparent interaction between the citizens and all levels of government. This interaction will be based on mutual trust and will be subject to adequate checks and balances.
The purpose of the Albanian PFM reform strategy is to; 1) Identify the weaknesses and address the challenges faced by public financial management in Albania and to evaluate the elements of the PFM reforms, required for continuous growth and development in the economy; 2) Promote coherence in policy making, to prioritize and take responsibilities in implementing the public financial management reforms; and 3) Increase transparency towards Parliament, the financial sector, reliable data for business community, increase sustainability for international partners and the public. Such polices are designed by the Government are to strengthen the public financial management in the country.
The public financial management strategy is built upon six main pillars; 1) Sustainable and prudent fiscal framework ; 2) Well-integrated and efficient planning and budgeting of public expenditure; 3) Efficient execution of the budget; 4) Modern Accounting and Reporting System; 5) Effective system of internal control at public units; 6) Effective oversight of the public finances. 1 The expected reform outcomes are selected to improve Albania's public finance management and serve as clear direction for the institutions in developing their activities and reporting on their achievements. The strategy action plan includes the main components and actions to be undertaken in order to fulfil the strategic objectives. It also contains the linkages to the outcomes. The intention is to improve all key aspects of public financial management and enhance transparency of budgetary analysis and control.
The Role of EU Funds in Improving Albania's PFM Reforms 5.
On the way to accession process, and as reported in the EU directive on Budgeting, the Government of Albania complies with the EU principles for good governance in the management of public finances and fiscal policies. The Public Finance Management Reform of the Government of Albania was designed to comply with EU directives on Budgeting, this way when Albania will succeed towards the EU, these provisions will be met.
EU's Budget support as financial aid will exclusively focus on the PFM reform programme so as to pave the way for future sector support. The PFM reforms will be the basis of EU's first BS operation whilst the future NSDI will enable the EU to support the implementation of Albania's priority sector policies in a wider framework in the coming years.
Stepping up EU budget support will provide a significant incentive for the government to address its PFM weaknesses while getting support to finance the gap in the public investment. Budget Support is also an incentive for addressing the necessary public administration changes in terms of economic and public management governance, necessary for enabling PFM reform. The EU's BS approach is an adequate tool to link fiscal management and macro-economic governance with public administration improvements through its four eligibility criteria.
In June 2014, EU has launched a policy dialogue with Albanian Government and key partner organizations in order to discuss relevance of PFM strategy and the financial support to be given to boost this sector. A preliminary 40 mln EUR through EU budget support has been in principle agreed to be given for PFM implementation and the first tranche of disbursement has successfully transferred to the Albanian Government after having fulfilled conditionality and its obligation under IPA 2014 programme. Such financial support will impact positively the public finance management in Albania and will improve : a) macroeconomic Stability, Improve 
